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ABSTRACT 
 
Asset management in local government is an emerging discipline and over a decade has 
become a crucial aspect towards a more efficient and effective organisation.  One crucial 
feature in the public asset management is performance measurement toward the public real 
estates.  This measurement critically at the important component of public wealth and 
seeks to apply a standard of economic efficiency and effective organisational management 
especially in such global financial crisis condition.  This paper aims to identify global 
economic crisis effect and proposes alternative solution for local governments to softening 
the impact of the crisis to the local governments organisation.  This study found that the 
most suitable solution for local government to solve the global economic crisis in Indonesia 
is application of performance measurement in its asset management.  Thus, it is important 
to develop performance measurement system in local government asset management 
process.  This study provides suggestions from published documents and literatures.  The 
paper also discusses the elements of public real estate performance measurement. The 
measurement of performance has become an essential component of the strategic thinking 
of assets owners and managers.  Without having a formal measurement system for 
performance, it is difficult to plan, control and improve local government real estate 
management system.  A close look at best practices in public sectors reveals that in most 
cases these practices were transferred from private sector reals estate management under 
the direction of real estate experts retained by government.  One of the most significant 
advances in government property performance measurement resulted from recognition that 
the methodology used by private sector, non real estate corporations for managing their 
real property offered a valuable prototype for local governments.  In general, there are two 
approaches most frequently used to measure performance of public organisations.  Those 
are subjective and objective measures.  Finally, findings from this study provides useful 
input for the local government policy makers, scholars and asset management practitioners 
to establish a public real estate performance measurement system toward more efficient 
and effective local governments in managing their assets as well as increasing public 
services quality in order to soften the impact of global financial crisis. 
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1. INTRODUCTION 
The current global economic crisis is more severe than the previous crises in the 
last 50 years or even 80 years due to its global and interconnected nature (Bowo, 
2009; Boyd & Hattery, 2009; Council of Europe, 2009; Council of European 
Municipalities and Regions, 2009; Miller & Svara, 2009).  The reasons that led to 
the crisis are manifold.  Increased innovation in structured finance products, 
willingness by lenders to take excessive risks, low interest rates and investors' 
greed allowed complex investment products to be sold to an even wider range of 
investors. What initially started out as a subprime crisis evolved to a full-blown 
banking crisis that lead to a loss of confidence in the economic system (Miller & 
Svara, 2009). 
The effects on the economy have already been substantial, with recession striking 
various countries, but the real challenges will only be visible and suffered in the 
coming months.  A social crisis is also following the economic crisis. However, just 
as the impact of the crisis differs according to countries and regions, so do the 
responses in order to overcome the effect. 
As the effect of the crisis is already spread, a proper and immediate solution is 
desperately needed to respond the global economic crisis.  Local governments as 
the closest government entities to the community are expected to react and solve 
the crisis.  However, study on the global economic crisis and its effect to local 
government particularly in developing countries is limited.  Thus, study on 
evaluating feasible solution to solve or at least to soften the crisis is necessary. 
Therefore, the aim of this paper is to identify global economic crisis effect and 
proposes alternative solution to solve or soften the impact of the crisis to the local 
governments organisation especially in developing countries.  This objective can be 
achieved by studying the effect of the crisis throughout the world and examine what 
local governments in other side of the world have done and learn from the past of 
what is success and what is failed in response to the crisis.  After that this paper 
examine the conditions of developing countries local governments, then propose 
alternative solution. 
A case study approach is chosen in this paper.  Developing countries conditions 
related to global economic crisis are interesting to be study.  Therefore, this study is 
using a single case study of Indonesia as one of developing countries member in 
the world.  Three Indonesian local governments at provincial level were studied.  
The case study applied Hoque’s strategy, interviews, document and literature 
analysis.  
The study found that the most feasible solution to soften the global economic crisis 
to be applied in developing country’s local governments is implementing 
performance measurement through its municipal assets in order to achieved 
effective and efficient organisation and increase public service quality. 
The first part of the paper discusses the impact of the crisis to developed countries, 
it then discusses solution that those countries applied to overcome the crisis.  The 
next part of the paper is the methodology applied in the study.  Results and 
discussion followed by conclusion is the last part of the paper. 
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2. LITERATURE REVIEW 
 
THE IMPACT OF THE GLOBAL FINANCIAL CRISIS TO THE LOCAL 
GOVERNMENTS FINANCIAL CONDITIONS 
The global financial crisis has given a severe impact to the world’s economic 
condition for both private and public sectors, central and local governments.  
Several incidents are happening throughout the world as the sign of the economic 
collapse. The first response to the crisis is to identify the dimension of the crisis, 
especially its effect that took place in government organisation as public services 
provider to the community. 
This section discusses the effect of global economic crisis in some countries 
particularly to local governments.  It focuses in three groups of countries. they are 
the United States of America (US), the European Union (EU) and the Asia-Pacific 
(AP) regions including Australia.  
Local governments across the US are facing fiscal constraint that is the strongest 
and the most complex in the last 50 years (Boyd & Hattery, 2009, p. 4).  Boyd and 
Hattery further indicated that local governments’ budgets in the US are constantly 
under pressure from this crisis for at least the next three to five years.  Local 
government officers will be pushed to take significant measures to minimize 
property tax increases and reduce public spending and services.   
Majority of the counties and cities in the US are reeling from mid-year cuts during 
2009 and bracing for more as they draft their 2010 budgets. The downturn in 
economic activity and rising unemployment leads to revenues reduction and 
increase demands on the social safety net (Miller & Svara, 2009). The budget gap 
was estimated around $2,1 billion for 2009-2010 financial year, and it has been 
announced that it is likely to rise to $3 billion.  The latest forecast for the 2012-2013 
budget gap was $18 billion or 24% of the state’s general fund.  For this reason, the 
state government is almost certain to cut its programs and projects sharply, and to 
pass on some of these cuts to local governments and distribute additional 
responsibilities to local governments (Boyd & Hattery, 2009). 
In addition, according to Miller and Svara (2009, pp. 7-8), state and local 
governments in the US are also relying on borrowing in the municipal bond market 
to fund all capital projects. Unfortunately, this market has been severely affected by 
the global financial crisis, which leads to a disruption in capital financing and 
substantial increase in borrowing cost.  
In the European Union (EU), the global financial crisis has given a severe shake to 
the very foundations of the EU’s economy and economic governance. Although 
signs of a recovery are emerging, it is clear that the after effects of the global 
economic crisis will continue to be felt for a long time.  Local and regional authorities 
which, in Europe, manage proportions of public expenditure ranging up to as high 
as 80% are in the forefront of efforts to find a way out of the crisis, through 
	   4	  
exceptional investment expenditure, spending in the social sphere or on vocational 
retraining.  Their effort to cope with these crisis effects will remain even after the 
crisis has passed away (Council of Europe, 2009, p. 1).  
As forwarded by Smith, (Secretary General of CEMR, Council of European 
Municipalities and Regions, 2009, p. 5), CEMR conclude that, although the 
European Commission, the European central Bank and other international bodies 
believe that there will be an economic and financial improvement in Europe in 2010, 
the EU’s local and regional authorities by a large majority expect 2010 to be either 
as difficult as 2009 or worse. Cuts in resources, in turn, often lead to changes in the 
provision of public services, which is the core business of local and regional 
authorities, and which, more than anything else, have a direct impact on the lives of 
Europe’s citizens. 
Manchin (CEO and President GALLUP Europe, Council of European Municipalities 
and Regions, 2009, p. 7) argues that the recession has had a differentiated impact 
across Europe and that citizens are only starting to feel the effect.  Ironically 
according to Manchin while citizens believe that concrete answers to the crises are 
more likely from the local level than from national or international actors, local 
authorities may face, in 2010, a combination of both drastic budget cuts and 
increases in the demand for more social services. 
Klinz (Chair of the European Parliaments's Committee, Council of European 
Municipalities and Regions, 2009, p. 6) mentioned that financial and Banking sector 
are also impacted. Over 300 billion EUR have been spent on recapitalising banks 
alone; to this, one must add the cost of deposit guarantee schemes and other 
measures. These amounts severely constrain public finance choices.  This is felt on 
all levels, i.e. national, regional and local.  In order to rebuild sound finances and 
increase the margin of manoeuvre for public authorities, it will take structural 
reforms in financial and banking sectors. 
In the Asia-Pacific regions, the impact of the global economic crisis is also occurred 
(Nasution, 2009, pp. 3-4). The negative effects of the global economic crisis filtered 
into the export-oriented Asia-Pacific through the current and capital accounts of the 
balance of payments: 
- lower exports due to both: (i) falling foreign demand for this region’s exports; and 
(ii) falling commodity prices; 
- decrease in the number of incoming tourists; 
- reduction of remittances from citizens working overseas; 
- pulling of funds back to banks’ head offices in the U.S. and Europe choking off 
capital inflow to this region. 
The Asia-Pacific has neither sufficiently robust domestic demand nor large intra-
regional trade to offset the impact of falling exports to their main markets in the U.S. 
and Europe.  Emerging economies are suffering from a double blow as their growth 
is also driven by foreign capital inflows.  The economies of Japan, Australia and 
other Asian countries are shrunk in 2009 and predicted to be continuing in 2010. 
Emerging economies are predicted to grow at a lower than the minimum rates that 
require to absorb new entrants to the labour force (Nasution, 2009). 
In Australia, the global economic crisis resulting in job losses and have significant 
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impact on Australia’s skills supply sector (Chief Executive of LGMA, Ravlic, 2009, p. 
1).  Job losses undermine Australian communities’ quality of life and place greater 
pressure on local government to deliver a range of support services.  In order to 
continue to be relevant to their communities and meet the communities needs and 
expectations, Australian local governments must continue to look for new ways of 
thinking and doing business. 
From those three groups of region, it can be seen that the global economic crisis 
has severe impact.  The symptoms identified as decreased in local government 
revenues with its sources and an increase of expenditures with its effect to public 
services availability, stressed on financial and banking sector that passed the 
burdens to local government organisation, local government’s international trade 
and investment condition are depressed. 
ALTERNATIVE SOLUTION TO SOFTEN THE IMPACT 
This section discusses available alternative solutions to solve or at least soften the 
impact of the crisis.  There are several alternative solutions to overcome the global 
economic crisis which are proposed and practiced by government throughout the 
world.   
In the US, the majority of the state’s local governments have to decide between 
large property tax increases or significant cuts in local services and the public 
payroll.  In some cases, both tax increases and service reductions are being 
proposed (Boyd & Hattery, 2009, p. 1). 
Miller and Svara suggest several strategies for local leaders (2009): 1) increasing 
revenues or drawing down financial reserves to maintain or increase local 
government expenditures; and 2) expanding or accelerating local capital projects. In 
the current crisis as in previous situations, many cities are maintaining expenditure 
levels primarily by increasing charges, but also by adjusting taxes and other 
revenues when possible.  Furthermore, many local governments have accumulated 
financial reserves, ranging from 30-50 percent of their annual expenditures.  
Research shows (Miller & Svara, 2009) that it is helpful to use reserves to sustain 
spending when revenues decline and make local government fiscal decisions less 
counterproductive to economic stimulation. The positive effect of public spending is 
especially strong for public facilities and services that have a direct relationship to 
business and industry, including roads, bridges, storm water treatment, and other 
basic infrastructure.  
Present circumstances resemble the ideal conditions for local economic stimulus 
through capital improvements, and the federal stimulus package may provide the 
funding that is not available at the local level. In addition, a significant portion of the 
federal stimulus monies is flowing to state and local government.  However, studies 
indicate that the stimulus monies will have a big, but short-term impact on state 
budgets even under an optimistic scenario, after which governments face a major 
downturn (Boyd & Hattery, 2009). 
A crucial choice in stimulus package design is how funds will be distributed. Some 
considerations reinforce providing a substantial portion of such funds directly to 
local governments (Miller & Svara, 2009). First, beyond increased benefits to 
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individuals in need, the greatest multipliers from fiscal actions come from 
infrastructure spending.  Second, most infrastructure is built and maintained by local 
governments. Third, there are losses from overhead expenses and goal 
displacement when grants must pass through another body to get to the recipient.  
Direct allocations to local governments offer advantages in speed, simplicity, 
flexibility, and accountability.  Fourth, local governments can integrate these 
projects with ongoing efforts to advance sustainability, quality of life, and 
neighbourhood revitalization. 
In the EU, the G-20 proposed to develop a common strategy on regulation of 
markets and products to ensure proper and coherent supervision without loopholes. 
The importance of the real economy needs to be the focus of a change in the 
current system. The financial services' industry exists to provide a vital service to 
the real economy and reassess the system (Council of European Municipalities and 
Regions, 2009). 
With regard to the financial crisis, the main point of concern for local and regional 
authorities has been the difficulties to access investment resources from loans; 
most of them asked their national governments to help them by providing borrowing 
guarantees or by relaxing strict legislation for public borrowing (Council of European 
Municipalities and Regions, 2009, p. 12). 
Another suggestion from several associations in EU (Council of European 
Municipalities and Regions, 2009, p. 17) stated that budgetary deficits could be 
covered by the sale of municipal assets, especially real estate property (grounds 
and housing or buildings), by inviting private investors.  However, this source of 
revenue has been decreasing throughout 2009 and is expected to remain rather low 
in 2010. Moreover, some local authorities have had to reduce the salaries of local 
civil servants, including benefits and extra compensations. 
Scottish councils have different strategy by re-positioning the way they provide 
services.  Shared services are considered a key element in achieving efficiency 
through collaboration and engagement in sharing services, converging and 
streamlining their functions, avoiding bureaucracy and duplication of tasks (Council 
of European Municipalities and Regions, 2009, p. 19). 
Other alternative solution is the application of private sector type performance 
measurement systems to government. By measuring performance, local 
government can be more efficient and effective in managing its municipal assets 
and increase the quality of public services.  In order to adopt private organisations 
practice, the literature advocates the use of multi-dimensional performance 
measures in managing its assets (Hoque, 2008, p. 469).   
In recent years, there is an increasing pressure being placed on all levels of 
governments in public sector to improve public sector performance (Hoque, 2008, p. 
470).  According to Hoque, for the government to achieve this greater demand, the 
commencement of public sector reforms looked the concern of achieving a 
performance culture within the organisation especially related to the municipal 
assets management.  The emphasis is on performance and flexibility rather than on 
controls and compliance as was traditionally practiced. Such an emphasis is 
designed to maintain and focus on what is being achieved or produced (outcomes 
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and outputs) and improving transparency and financial accountability in the public 
sector. 
3. RESEARCH METHODOLOGY 
A discussion on global economic crisis effect to those three groups of countries and 
their response to overcome the crisis is interesting.  It is also interesting to study 
how the crisis effect  developing countries and possible solution to prevail the crisis 
for those countries.  In this study Indonesia was chosen. 
Indonesia is a unitary state with a central government and two levels of autonomous 
sub-national or local government and administration; that is; provincial level and 
regency or city level.  Indonesia’s uniqueness could give a picture of developing 
countries conditions in general especially those countries fall in the group of ASEAN 
countries.  Jakarta, South Sulawesi and West Sulawesi provinces were selected 
because these three provinces represent typical Indonesian conditions, especially 
their population, municipal assets owned by local government and accessibility to 
the local government organisation (Bureau of Statistics Indonesia, 2006).   
The first step of the study is identifying the effects of global economic crisis to 
Jakarta, South and West Sulawesi provinces.  After that, this paper proposes 
alternative solution from literature and current research in asset management 
performance measurement based on those three provinces’ condition. 
A case study is used to learn selected provinces.  In order to identify the crisis 
effect, this paper applied Hoque’s strategy to examine Jakarta Province condition; 
and interviews and document analysis to examine South and West Sulawesi 
Province condition.  Finally current literature and research are explored to find a 
suitable solution. 
The strategy used by Hoque (2008, pp. 468, 472) is relying on the “context” and 
“content” aspects of the institutional and strategic choice literatures.  Texts and 
contents from archival sources such as published annual reports and department 
web sites provided insightful and interesting findings. 
The Hogue’s study uses interpretive discourse analytical approach to explore the 
way in which the recent reform in the public sector related to the strategy dealing 
with the global economic crisis; and internal strategic choices may shape the 
practice of performance measurement and reporting of government entities which in 
turn could help the local government out of crisis level (Hoque, 2008).  The 
description of such discourses is restricted to the use of texts from archival 
materials such as reports, papers, web sites and other un-publish documents from 
Jakarta Province in 2010.  
Interviews were conducted in 2009 for South Sulawesi Province and in 2010 for 
West Sulawesi Province.  There are 5 participants selected from each Province 
officers based on their job responsibilities that related to local government 
budgeting and public asset management.  Two participants from technical 
budgeting and public asset management officers, two participants from middle level 
manager and one participant from management decision making.  The form of the 
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interviews is semi-structured followed by telephone interviews to clarify unclear or 
more detailed questions 
From the interviews, it is revealed that there are some documents need to be 
analysed to support the data retrieved from interviews.  The first documents are the 
law and regulations related to public performance measurement, start from the 
highest hierarchy i.e. at the central government Act and narrow down to the lowest 
hierarchy i.e. at the provincial level.  Beside law and regulation in performance 
measurement area, local governments were producing other significant documents 
related to its performance process.  Those documents include reports, notes, 
communication documents, asset census/inventory lists, and other relevant 
documents.  All data collected was analysed qualitatively. 
4. RESULTS 
 
THE EFFECT OF GLOBAL ECONOMIC CRISIS IN DEVELOPING COUNTRIES: A 
CASE STUDY IN INDONESIAN LOCAL GOVERNMENT 
The State Minister for National Development Planning Agency of Indonesia known 
as BAPPENAS (Suzetta, 2008, p. 1) stated that the effect of the crisis is an increase 
of state economic activities funds.  These expenditures are taking place in both 
central and regional governments in Indonesia.  The effect is also recognised with 
the decreased value of Indonesian currency against other currency. 
According to Bowo (Governor of Jakarta, 2009, p. 2) the negative effects of the 
global financial crisis on Indonesia in general are as follows: (1) the rupiah’s 
potential to greatly depreciate against the US dollar; (2) the lack of liquidity in the 
dollar causing a great drop in outside share buyers, despite large-scale selling of 
shares; (3) Indonesia’s export markets in America and Europe have the potential to 
shrink because of markets in these countries becoming more rigid and closed due 
to falling purchasing power; (4) products from China and ASEAN countries once 
exported to America and Europe will flood the Indonesian market, via dumping and 
smuggling; (5) the threat of Indonesia running a long-term balance of trade deficit, 
weakening the country’s economic fundamentals; (6) falls in levels of trust cause 
speculative and irrational behaviour; (7) the banking and trade sectors are no longer 
fully independent, and have requested government protection, as in America and 
Europe; (8) the goods and services sector has been disrupted due to reduced 
demand. 
From the Jakarta’s province report, it is revealed that although the impact of global 
economic crisis is not as severe as those in developed countries, local governments 
in Indonesia especially in Jakarta are also suffering fiscal constraint.  Jakarta’s 
budget is under pressure from the crisis and its effect is just started.  Deficits in 
Jakarta’s budget are happening.  Because its budget deficit, some important 
government programs are pended or cancelled such as road and toll road 
development, pubic buildings such as public schools, government offices, etc. 
Information from BAPPENAS web site, indicates that urban problems are increasing 
in Jakarta during the crisis.  Jakarta is always known for its urban problems such as 
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over populated in some area, robbery on the street, increase of slum area, and a 
very bad traffic jam, however, these conditions are worsening with global economic 
crisis. 
Jakarta’s annual report also shows that investments and international trades in 
Jakarta are suffering a pressure.  An increase in urban problems leads to instability 
in political and social conditions.  Investors are afraid to invest their money in to 
Jakarta due to these unstable conditions.  Decrease of funds also means decrease 
in international trade because limited fund available to support the activity. 
In South Sulawesi and West Sulawesi, the interviews results indicated that these 
provinces are also experiencing deficit in their budget and reduction in some major 
programs.  For example in Soppeng, South Sulawesi Province, there is a Rp 6,05 
billion deficits in 2010 which equal to 30% of its total budget.  The development of 
infrastructure such as road to connect South Sulawesi and West Sulawesi are 
pended due to the budget deficit.  Because of this delay, local trade activities 
between these two provinces are slowing down resulting in a drop in local 
government original income from local taxes.   
In West Sulawesi, as a newly form province, major government’s programs were 
pended.  For example, development of government office buildings which planned 
to be completed in 2009, however until early 2010, the building is not finished yet.  
Similarly, building for legislator office is also pended.  Both local government and 
local legislator in this province are now occupying old buildings which transferred 
from South Sulawesi province and not representative to support government 
function to deliver public services.   
The interviews also revealed that there is an increase of urban problems in South 
Sulawesi and West Sulawesi but not as severe in Jakarta.  A movement of 
suburban population to the city area in searching for better life is increasing.  
Racism conflicts are happening due to social and economic instability, especially in 
the province border area.  Street beggars can easily be found in South and West 
Sulawesi 
Although budget deficit and urban problems are happening in South and West 
Sulawesi Provinces, the banking and other financial sector (such as private 
financing company) are surprisingly not suffering as much as expected.  This 
condition can be seen from the fast growing of short term lending for property 
market activity.  Private developers are continuing to build middle level housing 
complex.  However there is a raising concern that this is just a temporary effect and 
that the economy will collapse in the near future.  This prediction came from a 
concern that property market is played not from property end user but only from 
investors who speculate to take advantage of the property booming in this province. 
As practiced in other countries to solve those issues, Indonesian Central 
Government also provides stimulus monies to the community.  Unfortunately the 
effect of the stimulus program is not as optimistically expected by the government.  
The experiences prove that the program is not efficient and effective to overcome 
the global crisis especially in a long term,  not to mention those monies are not 
correctly transferred to eligible recipient.  On the other hand, inviting investor 
coming to Indonesia is also difficult because of security reasons.  Indonesia is 
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suffering a negative effect from terrorism and corruption issue.  Political 
environment is also always in “warm” condition.  All of these facts are hindering 
investors to come to Indonesia and chose other countries with more stable 
condition. 
At the same time, recent decentralisation government reform followed by the 
transfer of assets from central to local government also means a transfer of financial 
responsibility to local governments.  Therefore, more budgets are needed by the 
local governments to maintain the assets.  In line with Too’s finding (2007, p. 326), 
property holding costs in Jakarta, South and West Sulawesi are mainly from 
maintenance, upgrading and replacement of overhaul infrastructure assets as the 
largest component.   The cost of maintaining the assets in many cases is exceeding 
their development costs, especially for infrastructure and real property. 
For this reason, it is expected that asset manager in local governments will suffer an 
increasing financial constraint to sustain the ownership and/or management of their 
assets (Banner & Gagne, 1995; Berry-Stolzle, 2008; Bloomberg, 2007; Bovaird & 
Loffler, 2008a; Buchanan & Musgrave, 1999).  To overcome this challenge, local 
governments have reviewed their current asset management approaches to 
improve the performance of their assets. 
The budget constraint in Jakarta, South and West Sulawesi, is resulted from lower 
overall public-sector revenue (induced by the deliberate choice to reduce tax) and 
from the devolution of service responsibilities from central government to local 
governments without revenues adjustment.  In addition to that, the budget constraint 
is also resulted from the fact that local governments have very limited (or no) 
flexibility to raise local tax rates or to impose new local taxes because central 
government hold the authority related to tax policy.  Therefore, the most suitable 
primary option for raising revenue is by set high priority to property management 
including its performance. 
5. DISCUSSIONS 
PERFORMANCE MEASUREMENT TO MUNICIPAL REAL ESTATE AS 
ALTERNATIVE SOLUTION FROM LITERATURE 
From data collection, it is revealed that based on Indonesian local governments 
conditions, it is necessary to develop and establish performance measurements 
system in local government’s public asset management process.  This study 
provides suggestions from published documents and literature in the area of public 
asset management particularly from performance measurement discipline. 
Derived from those conditions discussed in the previous section, the most feasible 
alternative solution to soften the global economic crisis in Indonesian local 
government is being efficient and effective organisation and being friendlier to local 
government’s budget.  This objective can only be achieved by adopting 
performance measurement in to local government organisation.   Bureaucratic 
reform is needed through more efficient and effective restructuring, oriented towards 
improving all aspects of services to the public at every level of provincial 
government. Administrative management need to be applied consistently according 
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to principles of good governance.  Simultaneously, concrete steps will be taken to 
ensure that improvement in public services is realised. 
Jolicoeur and Barret (2004, p. 41) indicate that the application of strategic asset 
management with performance measurement as its backbone in the municipal 
sector is of growing concern and importance.  As owners, operators and 
maintainers of building assets, local governments assume, through their 
management departments, significant responsibility in ensuring the successful 
performance of infrastructure and real property assets.  Municipalities are faced with 
shrinking budget facilities while, at the same time, having to provide the most 
suitable properties in support of core service delivery requirements (Bovaird & 
Loffler, 2008b; Brown & Potoski, 2004). The limited budget is worsening with the 
increasing demand for the availability of high performance and quality public 
services. 
The measurement of performance has become an essential element of the strategic 
thinking of assets owners and managers.  Without having a formal measurement 
system for performance, it is difficult to plan, control and improve the asset 
management process (Ahren & Parida, 2009, p. 249).  For example, Ahren and 
Parida’s study that focused on maintenance performance measurement of the 
railway infrastructure system provides a basis for improvement.  Without 
measurement, the improvements achieved cannot be assessed and will affect the 
organisational strategic objectives.  
Additionally, Ahren and Parida (2009) define an indicator in private sector as a 
product of several metrics (measure) that are used for the measurement of 
maintenance performance in an area or activity, and in this context is called a 
maintenance performance indicator.  Overall equipment effectiveness (OEE) is 
used as a key performance indicator for the manufacturing industry in its continuous 
search for new ways to reduce downtime, costs and waste, to operate more 
efficiently, and to achieve greater capacity.  The three elements of OEE, availability, 
performance speed and quality, help determine the impact of the performance of an 
individual piece of equipment, and the concept of OEE can be applied to municipal 
assets. 
Phang (2006, p. i) identifies that measuring performance is a necessary 
management practice if action is to result in desired outcomes.  For example, an 
important objective of the New Zealand public sector reforms that started in the late 
1980s was to focus the attention of public servants on clear specified results rather 
than bureaucratic procedures.  Based on an implicit assumption that all public 
sector organizations are of a production nature, Phang believes that the reforms 
promised greater efficiency within the public sector by holding managers 
accountable for results while providing them with greater freedom to allocate 
resources. Consequently, outputs became key performance measures to enhance 
the accountability structure and to improve efficiency of the public organizations. 
Furthermore, Phang indicated that the development of performance measurements 
to date appears inadequate in that the most important component of results 
outcomes is overlooked from the measurement.  
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Whether performance measurement is undertaken to assess achievements against 
goals, identify trends, or as an early warning system, helping managers to make 
appropriate decisions has to be the prime objective of measuring organisational 
performance (Mark 1981:74).  As a result, benefits may be produced, such as a 
more responsive public service as well as an increase in services per unit cost, and 
an improvement of public organization’s value (Epstein 1986: 71).  In addition, 
indicators applied in performance measurement may also guide managers ‘to set 
specific goals, facilitate budget justification, reduce cost, permit control of operations 
and improve motivation and accountability’ (Jowett and Rothwell 1988, p. 4 cited in 
Imbaruddin, 2003). 
LITERATURE ON THE ELEMENTS OF PUBLIC REAL ESTATE PERFORMANCE 
MEASUREMENT 
In general, there are two approaches most that are frequently used to measure 
performance of public organisations (Imbaruddin, 2003).   The first mode of analysis 
involves measuring service delivery performance characteristics using data from 
official archives of public agencies.  Sometimes called objective measures, these 
indicators are used to document such performance criteria as effectiveness, 
efficiency, and equity of policy inputs, outputs and outcomes.   
Sometimes closely associated with the production model in private sector, the 
objective performance measurement is arguably the most popular approach used in 
measuring the organisational performance of public sector agencies (Carter, Klein, 
& Day, 1992, p. 35).  Imbaruddin’s (2003) study found that efficiency and 
effectiveness constitute managerial standards of performance, which guide the 
bureaucracy in the provision of public services.  Since these elements focus on the 
price and quantity of services delivered, it is in this area that hard data or objective 
indicators are most useful and most often used, and this is one of the reasons for 
the popularity of objective performance measurement in the public sector.  
Besides terminology controversies and confusion, as well as the limitations of 
objective indicators to measure the overall aspects of organisational performance or 
public service delivery, there is a concern that any endeavour to improve 
organisational performance using objective indicators may have a negative impact 
on service quality.  Lower service quality may occur because when an organisation 
stresses the importance of efficiency and effectiveness, the work practices within 
the organisation may change only to accomplish measurable objectives regardless 
of client needs, thus sacrificing service quality (Imbaruddin, 2003).  Objective 
performance measurement in public sector organisations, which focuses heavily on 
efficiency, effectiveness, economy, and productivity, is being increasingly criticised.  
In particular it is challenged by arguments supporting the need for evaluating the 
performance of public sector organisations in terms of subjective indicators such as 
service quality and citizens’, clients’, customers’, beneficiaries’, or service receivers' 
satisfaction. 
Therefore the second measurement type is the subjective performance 
measurement.  This measurement evaluates the performance of government 
agencies using subjective indicators such as public services users’ satisfaction 
towards the quality of public services delivered by the public entities. 
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In the 1970s, numerous scholars agreed that citizen perceptions, preferences and 
evaluations are important measures of performance in public organisations and 
therefore must supplement the more objective types of indicators.  Imbaruddin 
(2003) argue that in order to assess the responsiveness and equity of city service 
performance, it is necessary to allow the people being served to provide standards 
of evaluation.  In other words, the criticisms of objective performance measurement, 
the issues of responsiveness, equity and equality, which are important aspects in 
the delivery of public services, are not able be measured by objective indicators. 
The increasing pressures on governments around the world to adopt democratic 
practices in the 1980s made subjective indicators, such as citizen surveys to 
measure the performance of government, is important.  Gathering and publicising 
public opinions is significant in itself because it reflects the government’s adoption 
of democratic norms.  In addition, the process of asking citizens to express their 
views, as well as their opinions about performance of public organisation ‘may have 
critical behavioural ramifications’.  The citizens may be reassured that they are 
involved in managing public services and that the government is seriously 
concerned about their views (Imbaruddin, 2003). 
Peters and Pierre (2007) notes that in an environment where the general public 
increasingly demands quality services and a client focus, understanding client 
satisfaction becomes critical and therefore the opinions of clients or public service 
receivers need seriously to be taken into account. In addition, giving clients every 
chance to voice their opinions about service quality is particularly relevant in many 
public sector services, which are monopoly suppliers and thus provide clients no 
exit opportunities.  It has also been pointed out that clients' opinions can be of 
assistance in understanding and establishing public needs, developing, 
communicating and distributing public services, and assessing the degree of 
satisfaction with services.  After all, Peters (Peters & Pierre, 2007) argue that as 
citizens are the main beneficiaries of public sector operations they should be 
involved in the process of performance evaluation in the public sector. 
Besides philosophical arguments for the use of subjective measures, decision-
makers or managers in government agencies can obtain useful information from 
subjective measures such as a citizen satisfaction survey.  For example, they can 
obtain information about the type and magnitude of the needs of various service 
receivers, whether previous changes in service delivery have produced desired 
results, or citizen opinions and preferences regarding specific issues, programs, 
policies, and priorities. Decision-makers can also obtain information from service 
receivers who are not likely to express their voice, through existing conventional 
mechanisms such as writing or calling the agencies or attending public hearings 
(Imbaruddin, 2003). 
A key element of performance measurement is to ensure that provides set services 
where each service has very specific targets in regards to timeliness, quantity, 
quality and cost. The department’s performance was measured on how well it 
achieved these set targets. In addition to these, it is also important to carried out 
customer and employee surveys.  
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6. CONCLUSION 
In this global economic crisis so far, there is evidence that local government leaders 
have pursued a number of different goals with a different strategies and tactics.  In 
general, the crisis has forced either proactive or reactive changes to the local 
government policy and organization. Proactive efforts have aimed to create longer-
term effectiveness, efficiency, and stability for the local government.  Lessons from 
past downturns, research, and practice show what works and what does not to cope 
with the crisis.  Local governments should make cuts in strategic, programmed 
ways and look for ways to improve the organization while making changes forced by 
reduced resources.  
The global economic crisis that city and county governments face throughout the 
world calls for extraordinary action by local government decision makers.  While 
some regions and localities are experiencing the recession differently all levels of 
government are impacted with dramatic revenue reductions simultaneously.  In 
addition, this economy has all sectors of the private economy also under pressure.  
Events have already reached crisis levels in some countries, and it is just being 
started to worsen.  Still, local governments in other parts of the country are just 
starting to see how the crisis will affect their communities. 
In general, there are four major strategies practiced to solve the global economic 
crisis, those are 1) tax adjustment, 2) stimulus program from central government, 3) 
inviting investors and tourism, and 4) increase efficiency and effectiveness related 
to municipal asset management.  In the case of Indonesian local governments, the 
most feasible solution is to adopt efficient and effective strategy in managing 
municipal assets i.e. by applying performance measurement in managing the 
assets. 
Further study to validate application of the performance measurement proposed in 
this paper is needed.  It is necessary to study in detail and ask feed back from 
related stakeholder about the performance measurement proposed in this paper. 
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